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1 EXECUTIVE SUMMARY 

Key points 

 Loss of red meat derogation meant established system was not viable; 

 Wide industry and Tynwald support for the measure, established after extensive 3 year consultation; 

 Long term success not guaranteed, but, strong evidence of improving UK situation and growing indicators 

in the Isle of Man; 

 Decoupling has created greater clarity of the cost of production, previously masked by subsidies; 

 Awareness of low profitability is good incentive for a greater focus on profitability; 

 Poor weather conditions in 2012 and spring 2013 have exacerbated concerns; 

 A degree of turbulence at this stage of transition is not unexpected and was predicted; 

 Industry needs a period of stability to readjust. Significant changes to the Countryside Care Scheme at this 

stage will encourage the industry to see Government as its saviour, distracting industry from profitability; 

 Significant cost reductions at meat plant and some positive indicators of a strengthening position; 

 Behaviours and culture are fundamental. 

As a consequence of the measures adopted under the Department of Agriculture, Fisheries, and Forestry’s (DAFF) 

2008 Vision for Agriculture the marketplace has increasingly become the driver of Manx agricultural production.  

The removal of production subsidies marked a departure from the old way of DAFF doing business, stopping the 

central planning approach of government subsidies and driving on-farm behaviours.  The measures outlined in the 

Vision document were intended to allow farmers to embrace the market and provide a safety-net during a period 

of transition. The measures were the outcome of a lengthy and comprehensive period of engagement with the 

agricultural industry and were well signposted prior to implementation.  The Vision received the full backing of all 

major industry bodies and was unanimously supported by Tynwald.  

The forecast in 2005 of the loss of the red meat derogation from 2011 onwards was recognised as a paradigm shift 

for Manx agriculture.  Increasingly farmers would have to compete in an ever more global marketplace and needed 

to find more ways to become more competitive.  There was wide industry acceptance that this could not be 

achieved – or afforded - by an industry which has market signals distorted on a day to day basis by government 

policy which, via subsidies, distracted farmers from engaging meaningfully with their true customers.  

Increasingly DEFA’s role is primarily facilitating change, not specifying subsidy criteria.  As a consequence of these 

changes we are witnessing increased evidence of farmers becoming more entrepreneurial, and taking a greater 

interest in the marketing of their outputs.  At a time when the government’s financial position is under increasing 

strain, farmers are increasingly aware that improved returns are reliant upon the efficiency of their own operations 

and meeting market demands.  

De-coupled support has created greater transparency of farm cost of production.  As a consequence of the change 

there is greater concern and awareness of the often low profitability of specific enterprises at individual farm levels, 

previously masked by subsidies.  In addition, an unusually wet 2012 and very cold start to 2013 will have had a 

negative impact on agricultural returns and exacerbated these concerns further.  In some respects these concerns 

should be seen as a positive indicator, as it is stimulating change and in some instances has encouraged 

diversification.  

The future success of the policy cannot yet be proven without doubt or without industry buy-in.  The changes 

heralded by the 2008 Vision for Agriculture, to some degree, remain a leap of faith.  Nevertheless, there is 

significant data from the UK (which undertook a similar exercise three years earlier than the Isle of Man) that 

margins are improving, farmers have confidence to invest and the whole supply chain is more focused.  Farm gate 

prices have increased substantially since the EU substantially decoupled in 2005 and farm margins are improving. 
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The Vision is long-term and has a broad scope.  There remains a need to ensure that activities remain focussed on 

the outcomes and are responsive to changing circumstances. A period of clear and stable policy is required to allow 

the industry to readjust and plan with confidence. 

Inevitably some farm businesses have found the policy changes unsettling and a desire to return to production 

support in some quarters is not unexpected.  Very often the acceptance of de-coupling and a more market driven 

economy is higher among younger farmers that older farmers who have established their business models under 

the old regime.  An ongoing debate regarding the structure and nature of support has the potential to add further 

turbulence to what is naturally a period of readjustment.   

The success of the processors plays a fundamental role in the delivery of the policy.  The viability of the meat plant 

is foremost in this area.  Whereas the business remains reliant on Government subvention, there is evidence of an 

improved shift in Isle of Man Meats’ costs and improved innovation, such as export markets for light lambs and 

better returns from the ‘Fifth Quarter’. 

It is unfortunate that the financial climate has reduced the Department’s ability to deliver on some components. 

Most notably the financial support for diversification and voluntary or legislative initiatives to create a level playing 

field which ensures UK supermarkets operating in the Isle of Man take a responsible approach towards supporting 

the local economy and food producers. 

Moving forward the strategy must evolve, driving harder initiatives which raise the profile of Manx food and 

encourage greater alignment of production with market demand.  It must also take into account a very different 

financial climate now than when the strategy was first agreed and recognise a need for increased understanding 

between agricultural, environmental policy areas, climate change, animal welfare and food security.  

Why not re-couple? 

There is a strong consensus from the 2011 consultation that support should not be re-coupled. Acknowledging the 

growing indications of improving profitability and efficiency both on farm and in the processing sector, then to re-

couple would risk returning to a situation where producers expect government to ensure their profitability, 

irrespective of their own efficiency. 

The current industry concern regarding profitability, providing it leads to increases in efficiency and profitability as 

seen elsewhere, should be welcomed as a sign that they are mentally re-adjusting from arguably seeking to 

increase production volumes to gain the associated support, towards a situation where they manage their 

businesses for long term profitability. 

The move away from 26 separate support schemes has significantly reduced the administrative burden on 

Farmers, Processors and especially the Department, where staffing levels have virtually halved in the grant 

processing section. Re-coupling, unless accompanied by increased funding availability, would divert some of the 

existing funds to operate the more complex administrative burdens for re-coupled schemes. 

Culture and behaviours 

In developing the Vision, DAFF recognised there would be many specific challenges on individual policy areas.  In 

the light of experience the overriding challenge is one of culture, leadership and the belief in success – to help the 

industry respond to the biggest change in farming and food policy in three generations and to make this transition 

in a manageable way. Success is heavily reliant on a voluntary change in behaviour in an industry in which there is 

significant resistance to change, so there is a need to ensure that the individuals and businesses know why and 

how they can change. 

There are a range of industry, consumer and government interests involved in the delivery of the Strategy resulting 

in frequent difficult decisions and compromises. There is a need to provide a perspective which can take into 

account the diverse interests and propose ways forward that are in keeping with the strategic aims, helping DEFA 

to make informed decisions.  
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 Marketing – all parties must focus on improving returns from the market 

An effective strategy is required which expands existing, and explores new, markets for Manx produce which not 

only adds extra value to the whole food chain but provides opportunities to sell products that are of interest to a 

wide range of consumers at home and further afield. 

 New Entrant / share farming 

We must also examine the barriers to and opportunities for new entrants entering and building successful careers 

in farming. It is important that we find ways to bring a new generation into agriculture and build solid career 

opportunities. 

 Greening/ Public Value 

Public value remains key; DEFA must continue to engage the farming industry in seeking enhanced access and 

increased biodiversity and landscape management through voluntary additional arrangements within the CCS. 

 Food Security 

Government is committed to establishing a realistic strategy, which will meet the varying challenges of both short 

term and long term food security for the Manx nation. This work is now urgent and should consider both the role 

of Government food procurement policy, plus both local and UK based food retailers operating in the Isle of Man, 

acknowledging the Isle of Man’s legitimate and unique food security issues.  
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2 WHY WAS THE CURRENT POLICY INTRODUCED 

2.1 Introduction 

2.1.1 Derogation extended for last time 

In 2005 the EU gave notice that a derogation which allowed the Isle of Man to limit red meat imports from the 

EU/UK, while still allowing unrestricted access to their markets would not be extended past December 2010.  

This brought the rapid realisation that the Manx agricultural support and marketing system was no longer viable.  

The Manx agricultural industry was not geared up for competition in its home market and the loss of the 

derogation would have serious financial consequences for the industry.  Government and industry quickly realised 

that this issue could not be resolved via increased subsidies and root-and-branch changes were required.  If the 

industry was to adapt to this changing scenario, it was essential that changes were made to improve the 

competitiveness of Manx agriculture. This needed to involve producers, processors, transport providers, marketing 

and sales staff and Government.  

The loss of import restrictions was predicted to have a direct impact upon the price that Isle of Man producers 

would be able to charge for their products. The impact of the loss of the red meat derogation was anticipated to be 

felt right across agriculture, particularly by those dependent on the red meat sector, but also those who supported 

it.  For example if sales of red meat were to reduce, and fewer cattle were kept, there would be less demand for 

locally grown cereals for animal feeds.  

2.2 Context 

Agriculture plays an important role in the Manx economy.  Figures from Treasury, Economic Affairs shows 

agriculture continuing to demonstrate consistent growth.  In 2010/11 it contributed £26.4 million to GDP, up from 

£24.7 million the previous year.  The agricultural processors also make a contribution to the GDP under the food 

and drink manufacturing sector.  Agriculture  also plays an important role, providing a range of staple foods and 

providing a backdrop to much of our Island’s natural beauty and cultural heritage. Our landscape resource as a 

public amenity, carbon store and wildlife habitat is increasingly recognised and valued. 

2.3 Government influence 

Manx and European Agricultural Policies have their roots in the austere post war period.  At that time agriculture 

was on its knees and food supplies could not be guaranteed.  The intention of the policy makers at the time was to 

encourage better agricultural productivity so that consumers had a stable supply of affordable food and to ensure 

that Europe had a viable agricultural sector.  Agricultural support offered subsidies and systems guaranteeing good 

prices to farmers and so cheaper food to consumers; thus providing incentives for farmers to produce more.  

Within the Europe Union (EU) this has been driven by the Common Agricultural Policy (CAP). 

The policy was extremely successful in meeting its goals.  By the 1980s Europe was almost self-sufficient.  

Suddenly, however, Europe (and the Isle of Man) had to contend with almost permanent surpluses of the major 

farm commodities, some of which were exported outside Europe (with the help of export subsidies), others of 

which had to be stored or disposed of within Europe.   

2.4 Distortion of Market Signals, open ended budgets and Environmental impact 

These support measures had a high budgetary cost, distorted some world markets, did not always serve the best 

interests of farmers and increasingly agricultural production became disconnected from the market which it sought 
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to supply.  In addition subsidies which sought to encourage production were seen to have a detrimental effect on 

the environment by encouraging intensive production.  

2.5 IOM Relationship with EU 

The Isle of Man has a special relationship with the European Union set out in Protocol 3 to the United Kingdom's 

Act of Accession 1972, which formed part of the Treaty of Accession. Under this special relationship the Isle of Man 

is neither a member state nor an associate member of the European Union. 

Agricultural products are subject of a special trade regime.  The levies and other import measures laid down in 

Community rules and applicable by the United Kingdom also apply to the Isle of Man.  Such provisions of 

Community rules are necessary to allow free movement of goods and observance of normal conditions of 

competition in trade. 

Trade with the EU is important for Manx Agriculture with around 50% of its agricultural production exported to the 

EU.  Trade with the UK/EU includes cheese, liquid milk, meat and livestock exports both for slaughter and a 

growing market for pedigree or breeding animals.  

2.5.1 State Aid 

As with most provisions of Protocol 3, the precise scope of its imprecise and vague provisions has never been 

clarified judicially.  The Commission can make a proposal to the Council to make the whole body of EC State Aid 

law apply to the Isle of Man.  Such a proposal need only be adopted by a qualified majority in the Council.  The 

Commission can make such a proposal at any point when “this proves necessary”. It is a matter of speculation as 

to the circumstances in which the Commission might choose to make such a proposal, but the proximity of this 

provision with the notification requirement suggests that a proposal could be triggered if the Commission took the 

view that a significant number of incompatible aids (or aid schemes) have been implemented by the Crown 

Dependencies and that stricter disciplines are required to deal with the distortions of competition which these 

cause (or, possibly cause) or the precedents which they create1.  If implemented this could have wider implications 

for the Isle of Man’s relationship with the EU. 

2.6 World Trade organisation 

The World Trade Organisation (WTO) began looking at the trade distorting influence of subsidies in 1995.  

International negotiation resulted in governments worldwide committing to reduce the trade distorting effect of 

agricultural subsidies. The Isle of Man has been a signatory to the WTO since 1997. 

2.7 Developing a future solution 

2.7.1 2010 committee  

What followed the EU notice of the end the red meat derogation was probably the longest and most inclusive 

consultation undertaken by DAFF (and potentially Government) on identifying a way forward. In spring 2006, 

Minister Gawne established and chaired the 2010 Committee to provide a long-term vision for a sustainable 

agricultural industry following the likely ending of the red meat derogation after 2010.  

DAFF continued to negotiate for a further extension of the derogation, but it was acknowledged the EU’s stated 

position would continue.  Furthermore it was recognised that the derogation was out of line with the EU’s push to 

free trade.    

                                           
1 White & Case, Sutton & Forwood, 22 Feb 2006 
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The EU in some respects provided a template for future government support. In 2005 EU production subsidies 

were mostly replaced with “Area Payments” whereby farmers were rewarded with payments for keeping land in 

good agricultural or environmental condition regardless of whether they produced  anything and greater emphasis 

was placed on measures to improve market focus and competitiveness. 

The 2010 Committee concluded that the continued status quo was not acceptable and was of the belief that a shift 

to de-coupled support would dramatically increase the chances of improved market focus and entrepreneurial 

activity, thus improving the ability of Manx farmers’ to adjust positively to the loss of the red meat derogation. In 

November 2006 the Committee made the following recommendations: 

1. Moving to a decoupled agricultural support system on The Isle of Man  

a. Proposed 10 year scheme with 2 phases 

i. Five Years Historic 

ii. Five Years Transition to acreage payment 

2. Securing future for Meat Plant 

3. Additional funds for  

a. Killing line Solution 

b. Whole industry marketing initiatives 

c. A Business Development Scheme 

d. Additional land management activity 

Copies of the 2010 Committees Terms of Reference, Interim and Final reports are supply under separate cover.  

2.7.2 Andersons’ report 

Given the scale of change proposed there was some trepidation among the industry.  An independent review of the 

proposals was jointly commissioned by DAFF and the MNFU from the respected agricultural consultants Andersons.  

Andersons supported the overall concept of decoupling, but suggested a phased switch from production subsidies 

to allow processors greater time to adjust to the new market environment.  Andersons also proposed the ongoing 

coupling of protein crops (peas, beans, etc). 

A copy of the Andersons report is supplied under separate cover.  

2.7.3 Vision for Agriculture 

The strategy was formalised in 2008 via DAFF’s Vision document ‘Developing a Reliable, Sustainable, Self Reliant 

Manx Agriculture’, which was unanimously accepted by Tynwald in April 2008.  This Vision was also supported by 

all the major agricultural industry representative bodies.  In particular the Vision set out three aims for Manx 

Agriculture and specified seven steps to achieve them.  This document has been the backbone of the Department’s 

Food and Agricultural strategy ever since. 

A Copy of the Vision document is supplied under separate cover.  

2.7.3.1 Aims   

1. A reliable, sustainable and self reliant industry capable of feeding the Manx nation with a diverse range of 

food products including our staple foods. 

2. An efficient production system combined with a tailored market focus and a strong, clean Manx brand 

image so that reliable profits can be obtained from the marketplace.  

3. Responsible custodians of our countryside, natural heritage and food larder, whose contribution is trusted 

and valued by the Manx people. 
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2.7.3.2 Steps 

1. Direct support of agricultural marketing initiatives.  

2. Further reform of the Agricultural Marketing and trading legislation. 

3. Reform of current agricultural production support. 

4. An extension of the Red Meat Derogation. 

5. Increased support for our food infrastructure. 

6. The development of a “can do culture” with the capital, skills and knowledge to thrive. 

7. An enhanced role for farmers in managing our countryside and natural heritage. 

No single step on its own was capable of delivering the Vision and its Aims in isolation, however, steps 3 and 5 
were arguably considered the most significant. 

2.7.3.2.1 Step 3 - Reform of current agricultural production support. 

The most prominent step was Step 3 which has resulted in the replacement of agricultural production subsidies 

with an area payment for maintaining land in good agricultural and environmental condition. 

A summary of the Countryside Care Scheme is provided in the supporting document – section 13. 

2.7.3.2.2 Step 5 - Increased Support for our food infrastructure 

The Vision statement recognised the impact decoupling and the loss of the derogation would have on all three 

processing plants, but in particular the meat plant.  The Department committed to finding EU compatible ways to 

provide the support needed to ensure that all the plants operated in a competitive manner to plants operating in 

the UK. 

2.7.4 Agricultural Development Fund 

The Agricultural Development Fund (ADF), with a budget of £5 million, was announced in the 2007 budget by 

Treasury Minister Bell.  The ADF was intended to assist DAFF in implementing measures designed to re-shape and 

re-structure the agricultural industry. This would be done by providing funding for additional financial support to 

the agricultural community during the transition from production-based subsidies towards a form of de-coupled 

support. It was intended to enable Manx farmers to adjust positively to the potential loss of the red meat 

derogation in 2010. 

2.7.5 Subvention of Meat Plant 

The strategy recognised the significant challenges faced by IoM Meats as a result of the changes in the local 

market place and support policy. Most notably, the decoupled support regime would result in greater competition 

for throughput and compel IoM Meats to be more competitive in the prices it paid to attract livestock; at the same 

time, the loss of the EU Red Meat Derogation would increase competition in the valuable home red meat market. 

The document predicted it would face pressure on all aspects of the business and this has taken place.  

The Vision document stated: 

“With the impact of the loss of our derogation being estimated at anything from £110,000 to £1,100,000 per year, 

the Department expects to provide a significant contribution towards offsetting the impact of derogation loss, 

should we be unsuccessful in winning a further extension.” 

The Vision Document contains further rationale for subvention in its Appendix 1.   
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2.8 Logic behind the policy 

The policy was intended to reconnect farmers with their markets and provides a safety net during the transition. 

The view was that many of the challenges facing the industry and the many dysfunctional aspects of it were a 

consequence of farming having become disconnected from the rest of the food chain.  As such the key objective of 

the strategy was to reconnect the Manx food and farming industry with its markets and the rest of the food chain, 

whilst providing a secure income, which would also reduce the risk associated with any diversification and change 

2.8.1 Improved market focus 

2.8.1.1 Confusing signals & lack of diversity in the rural economy 

Multiple and often conflicting signals distracted farmers from producing a product which aligned closely with 

market needs.  The stability of government subsidies over more volatile market signals often resulted in farmers 

taking their primary production leads from Government policy.  As a consequence agricultural production had 

drifted to supported agricultural sectors, such as livestock and cereals at the expense of non-supported sectors, 

such a field vegetables and to a degree discouraged diversification. 

Graphs showing the decline in non-supported enterprises between 2001 and 2011 are include in the support 

document, section 6, graph 14. 

2.8.1.2 Political aspects  

Government policy is not agile enough to respond to dynamic market signals.  The transparent and inclusive nature 

of policy making makes it unsuitable to drive the day-to-day behaviour and decisions of fast moving and market 

focussed businesses. 

2.8.1.3 Example: Special Young Bulls 

Graphs 2, 3 and 3 in the supporting document – section 2 demonstrate the distorting affect of subsidies on beef 

throughput.  The Beef Quality Headage Scheme initially sought to encourage a level throughput at the Meat Plant 

by paying a higher subsidy in the late spring and early autumn when farmers traditionally did not submit livestock.  

Farmers were quick to response to guaranteed returns from Government and coupled with a new rearing method 

the balance of supply rapidly changed.  Ultimately farmers’ behaviours were driven by subsidies at the expense of 

market signals from IOM Meats.   Despite IOM Meats dropping its price for livestock when the subsidies were at 

the highest levels, this had little effect on the supply patterns.  Efforts by DAFF to amend the scheme to be less 

distorting understandably met resistance and although ultimately changed, this took considerable time. 

2.8.1.4 DAFF’s Response / rationale 

Decoupling support is intended to remove any government incentive for production, and ensure signals from the 

market place are unadulterated.  At the same time an area payment provides a degree of certainty of income 

which would mitigate, to a degree, against volatility in markets or unpredictable weather.  

As DEFA  no longer  sets prescriptive requirements on production subsidies and instead makes support conditional 

on meeting basic statutory and environmental good practice, there is less potential for political lobbying or 

expectations to make up for any shortfall in farm returns and instead there is greater engagement between 

farmers and the supply chain. 
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2.8.2 Improved efficiency in the supply chain / Improved farm returns 

2.8.2.1 Disconnected supply chain 

Government subsidies distorted basic rules of supply and demand.  While government subsidies encouraged 

production and, to a degree, guaranteed throughput to the processing plant and onward to retailers, there was 

little incentive for the wider supply chain to offer competitive prices or efficiently compete with competitors.  In 

addition, despite increasing subsidies, farm incomes were poor.  The distorting effect of subsidies on supply and 

demand often resulted in government funding being absorbed by the food chain.  

Section 3, graph 5,  of the supporting document shows the increase in UK farm incomes since 2000 and a dramatic 

step change since 2005 when decoupling occurred in the UK. 

  DAFF’s Response / rationale 

Decoupling in the UK had, and continues, to drive significant consolidation in the primary processing sector.  Given 

that we have a single meat plant, creamery and flour mill, consolidation was not a realistic option for the Manx 

food industry.   

To assist the plants to adjust funding was committed to better marketing.  A commitment was also made to review 

the legislation which surrounded marketing to set up and operate the obligatory marketing cooperative for red 

meat and milk.   The Department’s Advisory service was also tasked with improving communication throughout the 

supply chain. 

As referred to earlier, it was also agreed that subvention would be provided to the Meat Plant to recognise its 

unique circumstances.  

2.8.3  Control of Government budget 

While Government was responsible for meeting the deficit between cost of production and prices received by 

farmers there was a legitimate expectation for ever increasing support due to the restricted ability of farmers to 

react to market changes or readily adopt new enterprises. 

Section 1, graph 1, of the supporting document shows the rapid escalation in direct support to Manx Agriculture, 

between 1985 and 2013. 

 DAFF’s Response / rationale 

By stepping back from production subsidies and placing a cap on the scheme budget, DAFF provided a clear signal 

that future returns had to come from the market place.  

2.8.4 Improvement in management of the countryside  

Whereas the Isle of Man has never suffered the excesses associated with overproduction experienced elsewhere, 

there was a desire to acknowledge, maintain and enhance the Island’s landscape. 

 DAFF’s Response / rationale 

Area payments are conditional on farmers meeting a range of statutory regulations and good practices in the 

operation of their businesses.  A commitment was also made to extending more pro-active agri-environment 

schemes whereby farmers are rewarded for proactive countryside management. 
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2.9 Issues not anticipated by the Vision document 

2.9.1 Dramatic increase in farm gate prices 

The removal of production subsidies across Europe resulted initially in some contraction in the European beef herd 

and sheep flock.  In addition growing affluence in Asia resulted in greater demand for red meat in Asia, resulting in 

International suppliers, such as South America and Australasia, exporting less to Europe.   Tighter supply generally 

drove competition between processors and retailers to secure throughput and consequently improved farm gate 

prices. 

British and Manx farmers have also benefitted from a weakening of Sterling against the Euro, which has assisted 

exports to the Eurozone countries.  Whereas input costs have also increased, the increases have been less than 

the rises in the value of the outputs. 

Section 5 and 6 of the support document provide a number of graphs showing increased returns in the livestock 

sector.  Inputs have also increased, but not to the same scale. 

 Graphs 10 & 11. The English beef herd has grown consistently.  Scotland’s herd initially declined following 

decoupling, but this trend reversed in 2011. 

 Graphs 11, 12 & 13 demonstrate dramatic increases in the values of red meat 

 Graphs 12 & 13 show the increase in the values of output over the increase of inputs. 

 Graph 14 shows the rising number of ewes in response to increases in carcass values 

2.9.2 Pressure on government budgets 

The dramatic changes in the Government’s financial position in 2008/9 resulted in some anticipated schemes not 

being introduced.  Most notably, DAFF/DEFA stopped its capital grants scheme between November 2009 and 

December 2012 (apart from a brief re-opening in February 2010).  In addition a proposal to provide funding to aid 

diversification has not, so far, been implemented and the reduced staffing compliment has been a factor in the lack 

of progress towards engaging the UK supermarkets operating in the Isle of Man to take a responsible approach 

towards supporting the local economy and food producers 

2.9.3 Contraction of consumer spending 

Pressure on government budgets coincided with a general contraction in consumer spending.  This reduced the 

branding potential for Manx food. 
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3 RESPONSE TO ISSUES RAISED BY MR CANNAN MHK 

3.1 Summary 

We have witnessed several encouraging examples of new developments; nevertheless we should not 

underestimate the scale of the challenges faced by the industry.  Decoupling has left some farmers feeling 

abandoned in a free market, whilst others welcome the new freedom.  The split is often characterised between 

older and younger farmers, but more specifically between production and market focused farmers.  The measures 

implemented are still in their infancy. Unfortunately there is limited quantifiable Manx data and therefore to some 

degree the long term success of the policy remains uncertain, nevertheless evidence from the UK, which decoupled 

three years earlier, increasingly demonstrates an improved financial position and strong evidence of reinvestment 

in agriculture. 

3.2 May 2013 Tynwald debate – Items to be considered by E&I PRC and DEFA 

 
Mr Cannan MHK requested the following issues be specifically addressed. 

3.2.1 What is the long impact of Countryside Care Scheme on Farming? 

 Vision  

The Vision for Agriculture agreed by Tynwald in 2008 established a strategy which was long-term and broad in 

scope.  There remains a need to ensure that activities remain focussed on the outcomes and are responsive to 

changing circumstances.  Success is heavily reliant on a voluntary change in behaviour in an industry in which 

there is significant resistance to change, so there is a need to ensure that the individuals and businesses know why 

they need to change and how they can change. 

 Continued broad industry agreement 

The Scheme was reviewed in 2011.  A summary of the consultation is found at section 9 of the support document 

Manx Agriculture Strategy Review – Summary of feedback.  The majority of responses support the new strategy 

and felt the Scheme needed to be given the opportunity to run the course of its transitional period. There remain a 

few individuals who have always disagreed with the policy and continue to lobby against the initiatives. 

 Effect on dairy industry 

Concern has been raised specifically regarding the Policy impact on the dairy industry.  However, the size of the 

national herd has gradually declined during the period since 2000, following a previous period of expansion during 

the 1990s.  There will be a range of reasons, both social and economic, which have resulted in a reduction in the 

number of herds and cattle, including increasing yield per cow. 

There is some indication in the table below, that the rate of reduction in herd size slowed a little during the period 

of debate about the likely introduction of the Countryside Care Scheme (2006-08) and a corresponding period of 

increased rate immediately afterwards (2008-09). However, the more recent decline appears to have slowed 

significantly. This may reflect the increase in the milk price during 2008-09.  A written answer regarding concerns 

about the contraction of the dairy herd was provided to Tynwald in April 2013.  A copy of the response is provided 

in section 12 of the supporting document.  
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Trend in Isle of Man dairy herd size 

  

Source DEFA Agricultural Census 1996-2010.  DEFA Bovine identification and Tracing System (BITS) 2011-2012 

Further analysis of the dairy industry is provided in Section 4 of the accompanying document. 

 Graph 6 shows there has been a long term downward trend in UK dairy cow numbers. Total output has also 

declined, but not as sharply, because yield per cow has increased. 

 Graph 7,8 & 9 show the relative performance of England & Wales and Isle of Man’s dairy  figures.  Isle of Man’s 

performance has lagged England & Wales.  This could be a reflection of different management systems or lack of 

improvement in efficiency? 

3.2.2 Should subsidy payments be directed to the most active farmers? 

The Countryside Care Scheme was deliberately designed to allow farmers to receive support without the need to 

produce as long as their land was maintained in good agricultural and environmental condition.  The intention was 

that this would provide farmers with a period of reflection on how to move their businesses forward, to scale-up, 

scale back, diversify or exit all-together.  Whereas there are several conditions required to maintain a payment, 

these are mostly either statutory or good practice and similar practices would have applied previously under 

coupled payments.  

As is to be expected, there are enterprises which are less intensive today than previously, when government 

support encouraged production. In some instances production will have been cut to a bare minimum.  Whereas 

some of these businesses may currently be viable, the static/reducing nature of the subsidy budget and the move 

to a common area payment rate, will increasingly make those businesses unviable, so encouraging them to 

consider new options. 

The move from production payments to area payments results in government support favouring extensive 

producers over intensive producers.  This is particularly relevant in the uplands.  DEFA is currently undertaking a 

review of the uplands to assess the effectiveness of support in these areas and whether support could be further 

targeted to deliver public benefits, such as enhanced landscape management. 

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Cows 7,444 7,784 8,344 8,404 8,644 8,231 8,102 7,249 6,924 6,712 6,520 6,405 6,245 5,459 5,228 5,062 5,018

0

2,000

4,000

6,000

8,000

10,000 Manx Dairy Cow Numbers 



 

 

 

C:\Users\ISDCPOO\Desktop\130729-EIPRC Submission 
FINAL.docx\\reiltys\iomgroot\DeptShare_DEFA\Agriculture Directorate\Agricultural 
Policy\EIPRC\130729-EIPRC FINAL.docx 

  

  Page  15 of 22   

 

Section 7 of the supporting document provides cash returns, before subsidies, for several UK livestock enterprises.  

Industry benchmarking figures differentiate between the top, middle and bottom thirds of the industry. Graphs 16 

– 22 show improving returns in all UK sectors, reflecting improved market returns and greater industry efficiency. 

 Disadvantages small producers over large producers 

With a fixed agricultural support budget, subsidies will inevitable play a smaller part in future of farm business 

incomes. The viability of an agricultural business is not dependent on whether it is small or large, but how efficient, 

market focussed and profitable it is. 

Inevitably under an area payment, businesses with more land will receive a higher payment.  The Countryside Care 

Scheme at its core is intended to maintain the Manx countryside and as such larger payments to those who 

manage larger tracts of land are to be expected.  Larger businesses have many advantages over smaller 

businesses due to economies of scale, however, very few Manx farm enterprises would be considered large scale 

operations in a British, European or global context. 

3.2.3 Should a proportion of support be linked to production? 

A return to production subsidies runs the risk of disrupting the fledging improvement in market focus, both by 

confusing market signals and by introducing uncertainty in the direction of government policy. 

 Other jurisdictions 

The European Commission has recently concluded its framework for farm subsidies for the period between 2014 

and 2020.  Under the provisions countries will be able to pay 8% of their equivalent to Countryside Care as 

coupled payments, plus another 2% for specific aid for protein crops.  Countries which have used high levels of 

coupled support in the past (over 5% of funds) will be able to pay 13%, plus the 2% for proteins.  Where over 

10% of funds have been coupled, a rate higher than 13% may be possible. However, these levels remain very 

small. 

England and Wales will almost certainly not want to go back to having coupled payments.   The Scottish 

Government is likely to be very keen to use the maximum flexibility to retain and expand its production-linked 

support such as the current Scottish Beef Scheme, arguably due to specific issues, for example the very large areas 

of extremely extensively farmed estates; with massive tracts of land which focus exclusively on deer and grouse.  

Scotland has some unique circumstances, including the need to move away from historic payments and managing 

the shift in support from more intensive levels of production, on relatively small areas of land – the type of farm 

that does well out of their current historic based system, and in favour of farms where production is more 

constrained.   

Scotland may also seek to obtain a greater share of the overall CAP budget allocated for the UK Member State and 

may see this as a route to do so, an argument which has no relevance in the Isle of Man, where support is entirely 

self funded. 

 Segmentation & inclusiveness  

A farmers’ cost of production, prices achieved for his/her production and profit margin will be affected by a range 

of factors, including physical factors, such as size and location of their operation and less tangible aspects such as 

personal outlook and long term aims of the business.  As in any sector of industry, margins will vary from business 

to business.  The English Beef and Lamb Executive (EBLEX) produce annual figures of cost of production for a 

range of livestock enterprises.  Costs vary significantly, for example, EBLEX states net margins (excluding non-cash 
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costs) for combined Rearer/ Finisher herds in England range from £-422.13 to £132 per animal, nevertheless all 

margins demonstrate an improving trend.  

 Economic contribution has grown 

Figures from Treasury’s Economic Affairs show continued and consistent growth in agriculture’s contribution to 

GDP.  

Table 1 : Economic contribution at current prices (source Treasury, Economic Affairs) 

Year 2000/01 2001/02 2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10 2010/11 

Old 
method
ology 

15,824 17,656 17,808 18,891 19,013 19,177 18,514 20,687    

New 
method
ology 

        24,301 23,818 24,709 26,381 

%age 
change 

 10.38 0.85 5.73 0.64 0.85 -3.58 10.50 -2.02 3.60 6.34 

 Investment 

As referred to already Sections 4 and 5 of the supporting document provides a number of graphs which show 

increasing efficiency in UK agriculture and evidence of improving confidence to reinvest.  This demonstrates how 

the UK’s livestock industry is responding to decoupling, having decoupled approximately three years before the Isle 

of Man.   

 Overall comment 

There is a strong consensus from the 2011 consultation that support should not be re-coupled. Acknowledging the 

growing indications of improving profitability and efficiency both on farm and in the processing sector, then to re-
couple would risk returning to a situation where producers expect government to ensure their profitability, 

irrespective of their efficiency. 

The current industry concern regarding profitability, providing it leads to increases in efficiency and profitability as 

seen elsewhere, should be welcomed as a sign that they are mentally re-adjusting from arguably seeking to 
increase production volumes to gain the associated support, towards a situation where they manage their 

businesses for long term profitability. 

The move away from 26 separate support schemes has significantly reduced the administrative burden on 

Farmers, Processors and especially the Department, where staffing levels have virtually halved in the grant 
processing section. Re-coupling, unless accompanied by increased funding availability, would divert some of the 

existing funds to operate the more complex administrative burdens for re-coupled schemes. 

3.2.4 Ensuring price equivalency from Isle of Man Meats 

 Minister’s statement Keys Question 

Farm income and equivalent returns have been the subject of substantial debate within the industry.  This 

culminated with a written question in the House of Keys in April 2013.  A copy of DEFA’s response is included in 

Section 10 of the supporting document Keys Question – 30 April 2013 – equivalency.  In his statement, which was 

subsequently restated in the Department’s newsletter the Minister stated. ”DEFA has an important role in creating 

an environment where effort and entrepreneurialism can flourish and be rewarded, but DEFA alone cannot 

guarantee an equivalent return for agricultural products.” 

 Improved Margins 



 

 

 

C:\Users\ISDCPOO\Desktop\130729-EIPRC Submission 
FINAL.docx\\reiltys\iomgroot\DeptShare_DEFA\Agriculture Directorate\Agricultural 
Policy\EIPRC\130729-EIPRC FINAL.docx 

  

  Page  17 of 22   

 

Since 2005 margins for all major UK agricultural enterprises have improved – similar gains should be available to 

Manx farmers.  Whereas some input costs have risen, market returns have tended to exceed increases.  Margins 

are improving, albeit they remain tighter in the red meat sector specifically. 

The graph below shows the indexed increase in UK farm incomes in real terms since 2005.  Incomes in 2012 were 

affected by the exceptional weather conditions, but remain higher than all but two of the preceding 10 years. 

Indexed trend of UK farm incomes: Evidence of improving productivity. 

 

3.2.5 Is the current meat plant sustainable and would a smaller plant be more efficient?  

The Meat Plant, Creamery and Laxey Glen Mills are all necessary for a stable Manx food sector.  Ongoing issues 

with all plants pose a significant source of uncertainty to those considering growing their businesses. 

Probably the business most affected by the change in policy has been Isle of Man Meats.   This was recognised in 

the 2008 Vision document.  The future and viability of the plant has been subject to much speculation and has 

recently been the subject of a question in the House of Keys.  A copy of DEFA’s response is included in the 

accompanying document at section 11. 

There is much conjecture and rumour regarding the viability of the Meat Plant. Section 8 of the supporting 

document shows historic trading trends for Isle of Man Meats.  Whereas throughput is down from its peak in 2008/ 

2009, the total estimated kgs available from Manx producers is, importantly, still higher than ten years ago. This 

may indicate that many farmers increased production in the expectation of the likely introduction of a decoupled 

scheme and have now returned to more normal levels. The loss of throughput at the Meat Plant is a result 

primarily of increased live exports. Live exports for slaughter have increased significantly over the last 10 years; 

however, exports in 2012 started to decrease. 

Considerable costs, in excess of £1.4 million, were removed from the Meat Plant’s operating costs between 2008 

and 2012.  These are unlikely to have been identified were there not increased pressure on the plant’s margins and 

significantly reduce the argument that a smaller plant would inevitably be significantly less expensive to operate.   

It is important to recognise the issues with the Meat Plant are not unique to the Isle of Man.  There has been 

massive consolidation in the meat trade in the UK and further, and a number of high profile plants have closed in 
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recent years. Integrated and dedicated supply chains and advances in technology will ensure that small 

independent operations such as Isle of Man Meats will remain under pressure and therefore likely to need ongoing 

support. 

A report by Treasury’s Economic Affairs Division in 2012 concluded “Keeping the Meat Plant would provide positive 

economic benefits despite the losses currently being projected in the forecast.  A closure would be a permanent 

loss of output to the Agricultural industry which would be difficult to recover.”   

Investing in a smaller Meat plant may be more efficient, however, this is only likely to be the case if it is designed 

for local consumption only, meaning it would not be able to process all local production. The balance of local 

production would need to be exported live, which has been a matter of public concern in the past. This would 

create a two tier pricing market, with higher prices available for locally slaughtered stock sold into the local market 

and lower prices for exported stock sold into the UK market. It is unlikely that the current price averaging function 

of the IoM Meats could survive such a change, effectively ending the current Marketing Association. Whilst there is 

an argument that such change would drive up local competition, quality and efficiency; the result may also drive 

out of production the smaller and less efficient producers who may be unable to compete. 

Overall, the Department and IoM Meats are of the view that it would currently be more cost effective to refurbish 

the existing plant to ensure continued operation for the final 15 years design life, than to make the significantly 

larger investment in a new smaller plant, especially acknowledging the current state of flux in overall production 

levels and the significant reduction in operating costs already achieved.  

Key trends in Meatplant performance 

Item 2003 2009 2012 

Actual meat intake weight at IoM Meats (Kgs) 3,344,422 3,964,077 2,884,197 

Live Exports:    

Cattle numbers 561 2,115 2,631 

Sheep numbers 5,933 5,683 15,611 

Pigs numbers 9 0 0 

Overheads (£) 3,043,902 3,377,193 2,119,466 

Potential Meat intake available to IoM Meats:    

Estimated slaughter & export combined meat 

weight potentially available (Kgs) 

3,563,911 4,682,563 3,988,611 

 
See section 8 in the accompanying document for full analysis. 
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4 EARLY INDICATORS OF POLICY IMPACT 

4.1 Overview 

As referred to earlier, the 2008 Vision document set out three aims, as set out below.    

1. A reliable, sustainable and self reliant industry capable of feeding the Manx nation with a diverse range of 

food products including our staple foods. 

2. An efficient production system combined with a tailored market focus and a strong, clean Manx brand 

image so that reliable profits can be obtained from the marketplace.  

3. Responsible custodians of our countryside, natural heritage and food larder, whose contribution is trusted 

and valued by the Manx people. 

Following are some anecdotal examples of developments as a consequence of the new policy. 

4.2 A reliable, sustainable and self reliant industry feeding the Manx nation with a 
numerous range of food products including our staple foods 

4.2.1 Growing range of products  

 The mainstay of local production remains bread, meat and dairy.   Whereas all three have continued to 

lose market share, they remain widely available 

 There is a growing food culture and Manx producers are embracing the opportunities and product ranges 

are increasing 

4.2.2 Greater recognition of local food and opportunities for locally produced food. 

 Farmers Markets  - Since the initial launch in July 2007 this has grown from one a month to eight a month 

in various locations 

 IOM Food and Drink Festival - First launched in 2009 with approximately 38 food and drink exhibitors, the 

2013 festival will have approximately 55 food and drink exhibitors 

 Guide to IOM Food and Drink - The first guide was launched in 2009 with 50 entries and the new guide 

launched in 2013 has 90 entries. 

 In addition increasingly local food, businesses and restaurants are advertising that they are using local 

produce wherever possible. 

4.2.3 Farm innovation and enterprise contributing to a flexible and dynamic economy 

There are several examples of new enterprises contributing to the success of the business. New food and non-food 

enterprises are emerging.  Examples  

New Markets  

 Milling oats:  over a dozen new  growers 

 Live exports of animal as pedigree breeding stock, replacements, animals for further finishing or slaughter 

 Oil seed crops for export and local market: 2 growers of linseed and rape seed oil production 

 Pedigree stock / breeding  stock 

 Hospitality  
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 Agri-equine Oil seed rape 

 Farm shops - several more are currently being developed   

 Alternative use of building 

4.2.4 Examples of new enterprises 

 New apple juice and cider maker 

 Rape seed oil producer 

 Rare and traditional breeds 

 

4.3 Policy Aim 2 - An efficient production system combined with a tailored market 
focus and a strong, clean Manx brand image so that reliable profits can be obtained 
from the marketplace. 

4.3.1 Farmers are taking greater responsibility for profitability, greater freedom is 
encouraging greater creativity  

 Farmers are increasingly looking to the market place for returns and are increasingly aware of their own 

production profitability. 

 Many have tested new routes to market or new products. 

 Greater pressure is being put on the established processors to deliver an adequate return. 

 The decoupled nature of support means that DEFA is no longer expected to meet a required or perceived 

deficit in production costs and consequently negotiations are focused at what is achievable from the 

market. 

 Three active discussion groups being lead by the DEFA Advisory Service. 

4.3.2 New farm business structures emerging.  

 Decoupling was initially a catalyst for some transfers of business from one generation to another; others 

retired and freed up the land to new or expanding businesses. 

 Contract farming – where the established farmer works with a contractor.  The risks and rewards are 

shared between both parties 

 Cross compliance in lieu of rent, whereby an established farmer steps back from day to day operation of 

his/her land, retains the CCS payment and lets the land at a reduced rent in exchange for the tenant 

maintaining Cross Compliance standards on their land. 

 Farm to farm co-operation, such as keeping stock for another farmer in exchange for a management fee. 

4.3.3 Improving co-operation and trust in food chain 

 Some improved co-operation in the food chain.  

IOM Meats has a mutually beneficial relationship with Shoprite and Manx produce contributing significantly 

to its Unique Selling Position. 

 Sponsorship of annual ‘Tomorrows Farmer Award’ 

 Relationships with independent  retailers have also improved. 

  A recent article in Manx Tails contains several commendations of Manx meat from local butchers.  

4.3.4 Increased efficiency at Creamery,  Meat Plant and Mill 

 Isle of Man Meats and Isle of Man Creamery have reviewed their operations and made significant efficiency 

savings 
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 The Baker review of Isle of Man Meats cut £1.4 million out of the operation costs of the Meat Plant.  

 Isle of Man Creamery is undertaking a root and branch review of its operations, with cost savings in excess 

of £500,000 projected  

4.4 Policy Aim 3 “Responsible custodians of our countryside, natural heritage and 
food larder, whose contribution is trusted and valued by the Manx people” 

4.4.1 Better understanding of environmental management by the farming industry 

 There is an improved dialogue between farmers and DEFA’a bio-diversity officers. 

 Farmers adopt codes of good practice for maintaining land in good agricultural and environmental 

condition. 

 There is evidence of increased gorse and bracken control to allow land to return to agricultural production. 

 Upland tenants are positively engaged with a project to explore how to enhance the landscape 

management in the upland areas, acknowledging the sensitive eco-structure and high public amenity 

appeal of these areas. 

 All applicants to the CCS are regularly inspected; there has been little major non-compliance.
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